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Q

ARE YOU THE SAME SHARON G SCOIT THAT PREVI OQULSY FI LED
TESTI MONY I N THI S CASE?

Yes, | am

VWHAT | S THE PURPOSE OF YOUR SURREBUTTAL TESTI MONY?

The purpose of ny surrebuttal testinony is to address
the issues of cash working capital and accrued interest
on custoner deposits presented by the Conpany.

VWHY DOES THE STAFF COVPUTE THE CASH WORKI NG CAPI TAL
ADJUSTMENT USI NG ONLY CORRECTING ENTRIES TO THE BOOK
NUMBERS | NSTEAD OF ACCOUNTI NG AND PRO FORMA ADJUSTMENTS?
The Staff conputed the cash working capital allowance
usi ng per book operating and nmaintenance expenses |ess
pur chased power and burned nuclear fuel costs. These
are actual expenditures for which the conpany uses
wor ki ng capital to cover. Since Staff uses a pure per
book basis to nake the adjustnent, only those expenses
whi ch correct the per book amounts are considered for
the working capital adjustnment. The Staff does not
conpute cash working capital on pro fornma adjustnents
because the timng of cash outlays is not always as
clear cut for pro forma adjustnents. For exanple, the
adjustnent to levelize major naintenance costs contains

known and neasurabl e changes to expenses but the exact
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timng of such payouts has not been determ ned. The
Staff used the nethodology of adjusting cash working
capital to reflect the adjustnents which correct the
books in the past three (3) SCE&G rate proceedi ngs and
t hi s met hodol ogy was approved by the Conm ssion in those
proceedi ngs and in nunmerous other proceedings involving
ot her conpani es. For the reasons stated above, the
met hodol ogy is also appropriate in this proceeding. For
settl enment purposes, this issue would be resolved if the

agreenent between the Staff and Conpany is accepted.

Q WHAT AMOUNT DI D THE STAFF USE TO ADJUST ACCRUED | NTEREST

ON CUSTOVER DEPOSI TS AND VWHY WAS THI S ADJUSTMENT MADE?

The Staff proposed to reduce rate base for accrued
interest on customer deposits of $1,582,000 using the
account balance at the end of the test year. Thi s
adj ustnrent was nmade since accrued interest on custoner
deposits is cost-free capital to the Conpany. The
account bal ance represents ambunts owed to custoners at
the end of the test year. The Staff used custoner
deposits at the end of the test year in the conputation
of the Conpany’s rate base, and not the anount as of
Sept enber 30, 2004. Therefore, the Staff’s adjustnent

is consistent with the test year used in this case. In
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addition, the Staff annualized interest on custoners’
deposits at the end of the test year using the currently
approved Conm ssion interest rate for such deposits. As
of January 1, 2004, the Conmm ssion |lowered the required
percentage for interest on custoner deposits to 3.5%
Staff made an adjustnent to decrease interest on
custoner deposits by $607,000 and a corresponding
adjustnent to increase rate base by $607,000 to reflect
the reduction in the interest factor. Such adjustnent
reflects the fact that accrued interest will be less in
the future due to the reduction in interest rates.
Therefore the net effect on rate base for interest on
cust oner deposits IS ($975, 000) . For settl enment
purposes, this issue would be resolved if the agreenent
between the Staff and Conpany is accepted.

V. SCOTT, DOES THIS CONCLUDE YOUR  SURREBUTTAL
TESTI MONY?

Yes, it does.
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